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Introduction

Why are we interested in the Soviet economy? First of
all, bécause it represents a militaryichallengg to the
United States. 'Seqondly, because the Soviet modeL of develop-
ment has spread to'many other nations. Today, over one
billion two hundred million people -- or roughly one out of
‘three on the earth's surface -- live under the economics of
Karl Marx or some variant of this doctrine. Mbré importantly,
the doctrine is being hawked to the ngwlyjémérgenf nations
as & development model superior to_gﬁything thg Wesf can
offer.

Yet after 53 years of Communist stewardship, the USSR
‘presents .a mixed economic‘picture, Overall, the ecénomw
continues to expénd, supfofting rapid industrialization and
the maintenance of a military-spacé sector that prodﬁces end
products in sufficient qﬁantity and quality to represent a
| formidéble challenge to the United States. ATbgethef wifh this
success, however, we find: |

1. An array of engineering industries turning out equip-

ment which, in quantity, is close to that of the United States

but is generally far outdated in technology.
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2. A civilian goods component whose Qutpﬁt is relatively
small, and whose products --_from automobiles to washing
machines -- is unsurpassed among the advanced economies of
the.world for shoddiness,'bad_design, limited variety and
short service life.

3. And finally, an: agriculture which, in important
respects, still resembles that of under-developed nations,
despite recent improvements.

Doctrine

Today prroppse to examine the growth of the economy with
séecial attention to those underlying factors which will
determine in large measure its prospects in the years ahead.

You are all'familiér with the fundamental Soviet economic
doctrine, namely, forced draft_industrialization. It was put
into effect with the start of the first Five-Year Plan in
1928, and it remaiﬁs a basic tenet today. Priority develop-
ment of heavy indusfry not only:permittea rapi@.eépnomic,
growth, but also provided_the sinews of the.Comﬁﬁgiét war
machine. As a consequence, consumptioril,b or Wﬁat thbe consumer
received, was looked upon as a residuai. The éentralized
allocation of resources left the mags;of the poéulation with
only enough food, clothing and shelter to permit the work
process to continue. Up to the present, Soviet economic policy

has achieved its goal of rapid growth. The USSR boasts the
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second largest economy in the world;' But the Soviet peﬁple
" have paid deaply in terms of material well~being and political
oppression. | |
Moreover, Soviet leéders are discovefing that the methods
used for forced industrialization are increasingly ill éuited
for the management of a complex, modérn economy . The'highly
skilled, technical labor force now reguired is more motivated
by incéntives than by coercion. This means, in turn? that
consumeis can be no longer treated as.residﬁal claimants.
,.Iuithermore, with the accelerating fprward sweep of industrial
techhology planners must be increasingly flexible and adroit.
fyet, Soviet response to these growing pains have been timid,_
half-measures that have brought some relief but have not
attached basic4ills. Even these measﬁresbhave had to over-
come the opposition of entrenched, vested intefests among the
various production ministries and the party. Planners tend
to emphasize the same old things -- steel,'heavy industry,
-generai—purpose machine tools. To maintain the quality of
growth, resources need to be increasingly diverted to new
areas -- petrochemicals and plastics, electronics and computers.
* Where has forced draft growth;brought the USSR in its
' self-appointed tésk of becoming the world's strongest nation,
in an economic sense? Iet's look at a few statistics on
recent comparative.ﬁerformance, namely, the Soviet and US

records from 1950-69.
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Briefing Aid

US and USSR: Comparative Gross: National Product

1. In the slide, Soviet GNP expressed in dollars is
bbtained in three steps. ‘'First, the ratio of Soviet and
US GNP's based on ruble prices is calculatedf Secondly, a
similar ratio. based on dollar prices is computed. Finally,

US GNP in dollars is multlplled by an average of the two

vratlos. The valuatlons of the two countrles GNP's would

be substantlally dlfferent if expressed in rubles or in

' dollars. The difference arises from the wide variations in

the patterns of output and relative prices in the two countries.
: é;* Neither valuatlon can be said to be: "more accurate,"

or preferable," there is nothing inherently "good" or "bad"

in the prlee relationships of one or the other country. We

use a-comparieon Based}on an éverage of the ratios calculated,

alternatively, in rpbles and in dollars. We believe'this

provides a better measure of the relative production capabilities

of the two economies than is given by either valuation alone.
| 3. We can note that the size of Soviet GNP is about one-

half that of the United States. But because of the much

larger total size of the US GNP, the absolute gap between

the US and Soviet GNP's has increased in the 1960's. This

has been true even though the Soviet economy has been growing

more rapidly than that of the United States.
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I shoﬁld note that the ﬁSSR does not employ the Western
concept‘of gross national-préduct, so the comparisons you
have seen are reconstructions made by CIA economists.
Similarly, the Soviet concept of industrial production is not
comparable to any Western series, so that we have had.fo
build up an aggregate measure of induétrial output, using

techniqués as ciose to the US Federal Reserve Board series

as possible. This is what the data show.

 Briefing Aid

-US and USSR: ‘Industrial Production

1. This slide is on an index number basis, with 1960
equal to 100 in both countries.

2. Cver the years, the rapid growth of the Soviet economy
has been sparked by sﬁarp increases in industriél production,
which more than quadrﬁpled in volume over the 19-year period
(1950-1969), in comparison to a doubling in the US. |

3. Since 1960, however, industrial p;oéuction in the US-
has been growing more rapidly than in the 1950's, while the
opposite is true of the USSR. As a result, the difference
between US and Soviet industrial growth rates has narrowed.
This deceleration of growth in Soviet industry'has been a
matter of serious concern to the leadership.

Agricul ture
Notable, but much less spectacular, has been the growth

of Soviet agricultural production, which nearly doubled from
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-'1950 to l§69 while that of.the US increased by 4O percent.
The US, of course, has not been trying'té increase aéricultural
output very much, so the growth comparison is somewhat ﬁnfair;
‘If we measure the performgnce of Soviet agriculture in terms
of relative costs and efficiency, its record is a dismal one,
With an agricultural labor forcé 10 times the size ofbthat
in the USs, Soviet agriculture in 1968 produced commodities
wﬁose-foﬁal value was ohlytéﬁout thfee-quarters of US
agricultural outpﬁt._ In the ﬁSSR, one person in fﬁe
‘agricultural labor f&rce feeds five others in the total populé—
tion; in the US the ratio is 1 to 52!

I have a graph to show you.

Briefing Aid

US and USSR: Percent of Iabor Force in Agriculture

1. You can see that about one-third of the Soviet labor
. force (32 percent) remains on the farms. Although there has
:been significant improvement since 1950,-one;third is a higher
éercentage by far than exists in any other industrialized
nation. | |
2. Despite relati?ely heavy éapital investment -- 18 percent
of the total in the USSR vs. L percent in the US -- the
withdrawal of maﬁpower from farms is now relatively slow.

From the time of the Revolution, Soviet regimes have

been plagued by the problem of assuring an adequate supply of
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foodstuffé. Iocated at relafively high latitudes -- Moscow

is 55° North, on roughly the ‘same parallel as the middle of
Hudson's Bay -- the USSR has harsh winters and short growing
seasons over vast areas..AMbreover, only 11 percent of this
huge land mass is arable. There is a.contihuing premium on

'. efficient management in agriciulture and on inve$tmen£-proéramsi
that will make possible maximum exploitation of the country's
marginél ﬁgricultural resources.

" Where do they stand today? The Soviet diet is ddequate
in calories, but it‘is heavily weighted to bread and
potatoes. So-called qualiéy foods -- meat, fruits, milk --
are always in short supply by Westepn standards. Production
of grainé during the paét décade has expanded at average
annual rates of.about 3 1/2 percent a year, but the increase
has been attendgd by considerable annual fluctuations
attributablé in l;rge measure to weather conditions. In 1969,
for exémpie, the grain crop ﬁas plagued by bad weather
:throughout the crop season, but nevertheless turned out to be
the third largesf on record. Because of very good weather,
crop prospects for 1970 are excellent. Indeed, grain outpﬁt
is likely to surpass the record 1966 harvest.

Allocation of Output

Let's turn now from overall measures of output to its

allocation.
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Table L Briefing Aid
Slide #20 ‘
' US vs. USSR: Consumption, Investment, Defense

1. This chart compares outlays for consumption, invest-
ment and defense in the Ué_and USSR for 1950, 1960, and 1969.

2. At the left? you can see the priority given in the
US to consumer welfare, and the huge margin of material
sﬁperiority our citizens enjoy compared to thoée in the USSR.

3. Next, the investment comparison underscorés the
Soviet emphasis on gréwth; it is the most spectécular compara.-
tive increase on the part of the USSR -- from about 25 percent
of the US in 1950 to nearly 85 percent of ours in 1969.

L. Finally, Soviet defénse outlays, shown on the far
right, are now abgut three;fourﬁhs as large as ours. Soviet
Adefense outlays,vas you can see, have been high throughout
this period. _ _
‘ What the Soviet allocation péttern shows is thaﬁ personal
-consumption has fallen slightly aé a _share-of GNP. Consumers.
received somewhat more (iﬁcluding better health and

educational services) over the years measured in absolute

terms. But by 1969, Soviet citizens were getting only
58 percent of total output.

A major shift in allocation has occurred in defense.
While military spending has increased over the years, the

military share of total output has been declining. In 1969,

-8-




when'Sov:Le:b GNP was 3 times as large as in 1950, expendltures
on mllltary and space programs were up only h3 percent As
& consequence, the share of GNP devoted to defense and
spéce programs has decreésed from 1 percent in l950_to
8 percent in 1969. '
Where has the lion's share of output increases been
goihg?‘ To investment. :Néw fixed investment is up, as a
share éf GNP, from 12 percent in 1950 to 26 percent in 1969.
| And indusﬁry has been receiving the lérgest slipe_of the
investment pie. ,

':Despite the sharp incfease in investment funds, growth
rates in iﬁdustfy began to decline in the lafe 1950's. The
prlmary redson:for this was a cut in the manpower input as
‘a result of the cut in ‘the work week from 46 to 41 hours.
Total manhours worked actually declined from 1956 to 1960.

However, after-l960 the growth of manhours rose sharply, but

the rate of growth of GNP has not regained its earlier vigor.

The Slowdown of the 1960's

We think one of the reasons for the slowdown.in'the
1960's has been the rise in those defense outléys which have
& high technology content, pa?ticuiarly.the‘demand for ]
.advanced miiitary equipment and research and development in

the military-space sector. I will return to the defense

impact later. But let us note at this juncture that these
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advanced military-space programs, growing rapidly, skimmed

off the best available facilities, scientists and engineers,

.and almost certdinly had a qualitative effect on civilian

technology and investmenf programs .
But the fundamental problem, we bélieve, lies else&here.

With investment and labor force increasing rapidly, why has

~not output responded in the 1960's as it did in the 1950's?

What this means is that there has been a sharp decline in

the gains attributed to factor productivity. ' In other words,

- it requires a significantly greater increase in capital and

labor to bring about the same increase in industrial output
in the 1960's than in the 1950's. Iet's look at some

figures.

. Briefing Aid
USSR: Productivity Increases, 1951-69

'l. You.will note from the left hand bar that from 1951
to 1960, the annual rate of increase in Soviet industrial
output was about 9 1/2 percent. About half of this increase

was due to inputs of capital and labor, and half to

productivity increases. N

2. The'three bars to the right summarize the situation,
respectively, in 1961-65, 1966-68, and 1969. You can see
that labor and capifél inputs continued té grow at about
the samé rate as-in 1951-60, but that factor productivity

declined very sharply. As a consequence, annual growth of

-10-
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industrial output was cut from about 9.1/2 percent to between
5 percent and 7 percent.
What are the primary reasons for increases in factor

productivity? I have a chart for you.
Briefing Aigd
Some Reasons for Increased Efficiency in Resource Use
[ReAD/

With respect to some of the key building blocks of

productivity, such as the education and training of the work
force, the rate of advance in the USSR in the 1960's was
not very different from that in the 1950'8.' Also, trends

in the quality of industrial materials have not altered

significantly.'.The key to the low efficiency that we noted

in Soviet industry lies in the lack of progress -in the

closely intertwined elements of economic management; improved

prbduction techniques and the introduction of new‘technolog&.
To illustrate, we can use machine tools as an éxample

The central planners have deliberately continued to schedule

& heavy volume of productlon of general—purpose ma.chine tools

instead .of switching to smaller numbers of the more complex

and expensive -- but much more efficient and productive --

special-purpose machine tools. They also continue to emphasize

the use of metal-cutting machine tools in many manufacturing

operations where we have long switched to metal-forming machine

tools that are faster in operation, generate less scrap, and
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are capabie of turning out fﬁnctionally superior products.
Nﬁmerically controlled machiﬁe too}s account for only
one percent of Soviét machine tool output, and their use is
largely -confined to the aerospace industry. In contrast, in
the US such units account for 20 percent of machine tool
pfoduction; and they are widely used.throughout industryi'
Of course, the more sophiéticated units would require new
design work of & high order -- something that céuses Soviet
industry considerab;e grief. The road of least resistance
has been continued production of general purpose units, many
of them of mediocre quality;

"Well then," you may ask, "if rapid increase in productivity
oécurred'underVSuch a policy in the 1950's, why not in the
l960's?"‘ First, there is a general tendency toward diminishing
returns to additional inputs of capital and iabér of given
type and quality. When production has been severely disrupﬁed
and much of the country s plant destroyed or damaged as
during World War II almost any kind of equlpment can be
put to work and yield relatively large gains in output. Iater,
as industry is more fully equipped and is called on to proauce
‘a wider variety and higher'quality of product, more of the
same old-style equipment will contribute relatively'liftle
to raising output. JBetter planning, better management, and

better technology are needed.

-1o-




The Role of R&D and Imports

One way to help overcome the technology ﬁroblem is.to
increase imports of Western technology -- not only plants ang
eqQuipment but also procees licenses and patents. The Soviets
have been expanding their imports from the West for the-
past decade, and this helps in limited areas, but not across
. the board

Fbr example, the Sov1ets are flnlshlng constructlon of
an automobile plant on the Volga. It is essentially a FIAT-
equipped facility, which will raise the technological level
of the Soviet automobile industry sharply for a few years.
»But by the time the plant reaches maximum planned output,
the car being produced will already be semi- obsolescent by
‘Western standards and by 1975 it will be unmarketable in
competition with Western automobiles. There will be no
Soviet follow-through to keep the technology up-to-date; they
wiil be furning out the same o0ld FIAT.

A second atfackeon the problem of lagging technology is
to beef up»the domeetic research and development effort.

Despite the Soviet buildup, the US civilian R&D effort is

2 1/2 times the size of the Soviet counterpart. Not is the
flow of home-grown R&D producté from Soviet institutes impressive.
Where the Soviets stand in technology is shown on the

following slide.

-13-
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Briefing Aid

Relative Levels of Technology in the Mid 1960's

1. This slide is a -comparison based on total output,
or GNP, using the United States as a norm of 100. The first
column shows that output per unit of capital and labor is
about one-third that of the US, and wﬁile about equal to
that of Ttaly, is significantly behind that of Northwest
Europe. - ‘

2. The Soviets' relative position doesn't change

- appreciably if the comparison is made on the basis of GNP

generéted per worker -- the second column.

3. Finally, the éapital stock available per worker
has a loﬁg wéy-té g0 before it reaches the US level, andv
still légs well behind the advanced Western European nafions.

Soviet technology is probably ahead of the US in a few

-military related areas, such as rotor systems for large

helicopters. It is in the military areas that industrial

~technology as a whole comes closest to the West, with heavy

industry occupying a middle ground and civilian goods the
bottom of the scale. The chart you have just seen includes
agriculture, which pulls down the ovefall level of Soviet
technology.

The Burdén of Defense

I turn now to a brief comment on the burden of defense.

The persistent military cémpetition with the West has beeﬁ
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and continues to be-a factor retarding Soviet érowth. Iﬂ an
economy as taut as the USSR's -~ where plant, equipment, ang
skilled maﬁpower of all kinds are in short supply -- military

programs represent a direct drain of resources away from

alternative uses. I have a few figures to show you.

Briefing Aid

Soviet Expendiéures for Defense and Space

1. The fdp line on this chart is a reconstruction, in

rubles, of what we believe the USSR actually spent on defense.

It is substantially higher than‘the one line figﬁre for
"defense" carried in the Soviet open budget.

2; ‘After ﬁhe_Kbrean War, total defense expenditures in
the USSR‘declined somewhat, thereby helping a boom in invest-
ment in the civilian sector in the mid-1950's. After 1960
they jumped sharply, only to level off again in 1963—65.

Expenditures for defense and space spurted again in 1966-69,

and now stand at an all-time high.
The impact of military and space programs falls predominantly

on Soviet industry and in particular on the machinery sector

of industry. In 1969 procurement of military machinery and

equipment claimed 21 percent of machinery output, and in

certain key areas such as electronics, the share of output

" channelled into military and space brograms was far greater.

-15-
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The impact of the military and space programs is heightened
by the fact that about three-fourths of the Soviet research
and developmeﬁt establishment is engaged in military.and
space projects. ‘

Although these are significant cdsts, the burden of the

Soviet military and space programs should also be appraised

-against the baékground of a rapidly increésing national

-product. Current expenditures on military and defense

programs of about 22 billion rubles represent a very iarge

diversion of resources from the civilian sectors of the

eéonomy, but the change in the overall share of GNP over

time suggests that the.relative burden is not as critical

as it 6nce was. . The Soviet GNP is now so large that even

moderate rates of growth should provide the leadership with

& fair amount of leeway to increase defense outlays. I have

a few figures.

Briefing Aid

Declining Share of Defense and Space in GNP

This chart shows the declining share of defense in total
Sbviet GNP. You can see that, in the;aggregabe, the military
claim in total output is holding stéady at about 8 percent,
compared with 15 percent in the 1950-52 period.

The Soviet ConsumerA-— Present and Future

Before saying a word or two about the future of the
Soviet economy,‘we need to review, very briefly, the lot of

the conéumer. We can start with the basic data.
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Briefing Aid
US vs. USSR: Major Consumption Categories

1. These two circles represent the division of consump-
tion expenditures in the US and the USSR. While they have

been drawn equal in size, we should first remember that, in

_total, the Soviet consumer receives goods and services which

equal one-third of thosé.flowing to his US counterpart.
2. As you can see, the pattern of consumptlon in the
USSR differs markedly from that in the US. Food and clothing

take the major share -- 6l percent of the total, and food

alone accounts for nearly 50 percent. Despite marked

1mprovement in the post -Stalin period, the Sov1et diet is
still heav1ly loaded with bread and potatoes. Supplies of

shoes, clothing, and other soft goods are increasing, but

“their quality and variety in no way match those in the West.

3. Because such a large proportion'of the Soviet con-

-sumption ruble is allocated to the basics of living, much

less is left for durable goods anf for services -- things

that add so much to our convenience and comfort. Note, for

- example, the contrast in consumer durables, where the Soviet

\

- share of total consumption is only one-quarter that in the

US, and in housing, where the Soviet share is a little over

half the share in the US pattern.

-17-




Probably the best way to review the consumer goods
problem is to look at the comparatlve data on stocks, since

annual production adds only a small fractlon to available

nuMbers. We have this on our next slide.

Table 11

Briefing Aid’
Slide #A)

US vs. USSR: Stocks of Durable Goods

1. These nuﬁbers reflect units of the ﬁariou§ consumer
durables shoﬁn per 100 people. You cén see that, ﬁith one
exception, sewing machines, the Soviet consumer has
relatively little. The large‘stock of sewing machines in
Soviet homes reflects the primitive nature of their ready-
to-wear clothlng - shoddy, expensive, and often not available.

2.  The pent-up demand for many -durables -- but particularly
:automoblles - reflects a supply situation far worse than in
the Communist countries of Eastern Europe. Even preferred
classes of citizens such as 501entlsts and englneers have
to walt literally for years, after getting on factory lists,
to receive a new automobl;e;

The Future | _

And now, a few words on the future. I'began the présenta-
vtion by saying that we are interested in the Soviet economy
primarily for two reasons:

1. Its milita;& challenge to the US; and

2. its attraction to developing countries.




Can the challenge continue? Looking forwérd to the &ears
betwéen'l970 and 1975, ﬁe’would exp;cﬁAthe Soviet.économy to
grow at about 5 percentvé year. Although this would be far
below the rates achieved during bthe 1950'5, it would be
nevertheless; a good rate of growth. This rate could be
somewhat higher in very good agricultural yeérs and less
when’ crops are poor. Suchiﬁériationé.must be expected, given
the precarious nature of Soyieﬁ weather.

A 5 percent rate’of growth clearly can provide the
,resoﬁrces for an increasing military effort,Aa rising_level
of living, and an expanding indusfrial base. Deépite the
promisé of continued growth, the economy is not suffigiently.
developed to proﬁiae the various claimants with all théy'want.
"Just‘asiin'our countfy, Soviet leaders debate on how the
economic pie is to be divided. Except for agriculture, the
results of the current debate -- the five-year plan for
'1971-75 -~ have not.been announced. The agricultural goals,
however, do give us é clue as to fﬁture priorities. In&est-
ment in agriculture is scheduled to grow at a more modeét
pace than proposed for or even achiévgd in the current five-
year period. It appears likely, however, that agriculture's
share of total investment is continuing its slow growth. The.
goals for agricultural ma.chinery and farm chemical also are
in line with recent trends, suggesting that, overall, there

will be no major shift in resource allocation: in favor of

-19-
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agriculture. Thus, the plans for agriculture are in iine
with Brezhnev's bent for making changes at the margin
rather than drastic changes in priorities. We, therefore,
expect that in 1975 the §hares of GNP going to investment,
the military, and the consumer will bé about the same as
théy are today.

As a model 6f develqpment, the Soviet economy can now
be faulted seriously. In the early stages of deve}opment,
.the marshalling of all resoﬁrces by the communist state and
‘the iron fist of coﬁtrol can move a backward economy forward.
But what Soviet experiénce.now seems to say is that when a
stage of near;maturity‘is reached, communist dogma is of no
appreciable help -in achieving further meaningful growth.

In terms of quality, in percentage achievement, Soviet

growth may be. quite respectable by Western standards. But

what about guality? Can the Soviet Union make substantial

. pProgress in accelerating the development and application of:
new technology? We think not. Our studies show that, quring’
the decade of the 1960's, the technological gap betweén the
USSR and the West was not only large, but probably was
widening as the pace of change quickened. Therein lies the
real ePonomic challenge to communism -- will it overhaul its
outmoded system of planning and ecénomic adminiétration to

compete in the technological race?

-20-
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Such an overhaul would require the loosening of the feins
of central control. To date the political cost of such a
move has been unaccéptable. In the future, however, as the
USSR falls further behind the West, the pressure for change

is bound to mount.
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The Gap Between the United States and Soviet GNP's
has Increased in the 1960's

(B;llion 1969 US$)

Absolute

United States = USSR Difference
1950° 452 154 . 298
1955 '  seL 216 . 345
1956 T sm Py 2l7
1957 S 580 215 335
1958 . 573 266 307
1959 ' o 6;0 . 277. 333
ri96o T 62l 288 336
1961 637 308 329
1962 - 678 324 354
1963 S T% 333 373
196} h s 358 386
1965 | 791 380 j11
1966 8Ll 1Ol 140
1967 . 865 429 436
1968 906 o bss 451

1969 - 931 , 475 456
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The Difference Between United States and Soviet
Indqustrial Growth Rates has Narrowed

Index numbers: 1960 = 100

United States USSR
1950 - 68.9 - 39.9
1951 _ 4.8 45.8
1952 | 7.6 B
1953 | . 840 . s3a
1954 | ‘ 8.9 . 59.2
1955 o - 88.9 66.7
1956 ' 91.9 72.8
1957 . %6 1.2
1958 - 86.2 - 85.8
1959  ora - 93.2
1960 A 100.0 100.0
1961 ’ 100.9 107.5
1962 ~108.8 , 116.5
1963 11k Y | 122.8
1964 _ 121.7 130.0
1965 131.9 | 137.9
1966 - 143.8 \ 148.1
1967 o 1&5.u. 159.0
1968 . 152.3 168.3

1969 . - 159.0 , 177.2




' The Share of the Total Iabor Force Still on Soviet

Farms Remains Large

Percent of'total Jabor force

1950
1951
1952
1953

1954

1955
.1956
1957

1958

1959
1960
1961
1962
1963
196k

- 1965

1966
}967
1968
1969

United States

15.9
5.
.y
4.1
13.5
13.5
1.7
11.h
1.1
10.8

10.2

@ vV v W
\

USSR
54.0 .
NA
NA
49.9
-
k9.9
k9.7
48.3.
47.0
k5.1
L2y
Lo.2-
39.2
3B.4
37.5
36.9
35.3
34.9
33.3
32.h
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Allocation in the United States Favors Consumption;
In the USSR, Investment and Defense

(Biilion 1969.US$y

_ -New Fixed .
Consumption Investment Defense
Us USSR Us USSR Us USSR
1950 305 8 93 23 25 46
1960 o7 156 112 77 60 W7

1969 630 250

162 137 81 66
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A Slowdown in Productivity Highlights the
Iower Growth Rates in Soviet Industry

Average annual rates of growth (percent)*

Total Industrial Inputs of Labor Factor

Production and Capital * Productivity
95060 9.6 4.8 I
1961-65 6.6 5.1 1.4
1966-68 6.9 h.7 | 2.1
1969 -, | 5.3 -~ k.5 . 0.8

¥ Ratio scale.
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Some Reasons for Increased Efficiency in the Use of Resources.

-- Economies of scale resulting from specialization and
division of labor

"-- Better trained, more efficient labor resulting from
~ higher levels of education and improved general health

- Tmproved quality and supply of materials used by
- industry

-~ Improved quality of plant and equipment (not already f”
accounted for as input of capital)

AND IAST BUT NOT IFAST,

-~ Better economic management, improved productlon technlques
and introduction of new technology
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Relative Ievels of Technology in the Mid-1960's

United States

Northwest Europe

Ttaly

USSR

GNP Per Unit

' Capital Stock
of Capital GNP Per Per
and Tabor Worker Worker
100 100 100
55 18 45
35 33 31
34 33 31
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Expehditures‘for Defense and Space
Spurted again in 1966-69

Eillibn fﬁbles v

Year Estimated Expenditures Amnounced Defense Budget
1950 . 12,99 | 8.28
1951 15.30 . 9.34
1952 15.97 | 10.86
1953 . 15.11 T 1%
195 15.69 | 10.30
1955 | 16.73 10.74
1956 16.0L 9.73
1957 - 15.6 9.12
1958 15.22 9.36
1959 15.43 R
A196o 1, 72° ‘ 9.30
1961 15.74 11.59
1962 17.17 , 12.64
1963 17.40 13.87 \
1964 17.56 _ ;13.28
1965 17.58 12.78
1966 18.74 13.40
1967 19.90 1k.50
1968 . 20.61 16.70

1969 21.55 4 17.70




Table 9 Slide #38
The Share of GNP Devoted to Defense
and Space Programs
has Decreased
Percent
1950 1.1 - 1960 8.9
1951 16;3 | 1961 9.0
1952 1.7 1962 9.5
1953 4.5 1963 9.4
1954 14.0 C 196y 8.8
1955 | 13.6 | , '1965 8.4
1956 11.9 1966 8.4
1957 -10.8 1967 | - 8.5
1958 10.0 : , .1968 8.3

1959 9.7 1969 8.5
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Food and Clothing Take the Major Share of
Soviet Consumption Expenditures

1969
(Percent of Total Consumption Expenditures)
_ United States ’ USSR
Food 19.3 = - 459
‘Apparel and other
soft goods ' 17.5 T 18.2
Services - 35.2 25.5 '
‘Housing - 13.3 : 6.8
_ Consumer durables 1.0 3.5




Stocks of Durables are Far Below US ILevels

1968
(Units Per 100 People)

United States © USSR
Refrigerators ol 5.8
‘Washing ﬁachines . 20.7 10.6
‘Radios | $145.0 18.6
Television sets 42.0 _ 11.2
Automobiles _ , W2 - . .5
Vacuum cleaners ) . 27.5 : 2.5
Sewing machines | . 13.6 a/ 15.4

a/ TFor 1963, electric only.




